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PURPOSE
EXECUTIVE SUMMARY

COVIBR19 Context

COVIELY has significantly impacted socioeconomic market conditions and the commercial and residential property sectott sinaklysis was developed. The evaluation
provided in the economic and financial analysis of this study was based @QW¢E19 market conditions but was developed bdsn historicatrends that capture multiple full
economic cycles. As stated in the key study assumptions of the LFS Summary Report, by the time the lid is assumedsbusttoncm 2030 it is anticipated that the Seattle
market would have gone through one or mdtdl economic and development cycles, thus capturing those-tange economic trends in the study design.
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PURPOSE OF THIS ANALYSIS

This real estate market scan informs the creation of development program test cases fey L |
Feasibility Study (LFS) regarding assumptions around development scenarios where conceptually
the private sector would contribute as an agent for lid development (Test Cases 2 and 3).
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EXECUTIVE SUMMARY

MARKET CONTEXT

A Seattle is experiencing itsost rapid period of population growth since the Klondike Gold Rsid has
been the fastesgrowing big city in the U.S. since 2010.

A Regional growth has been fueled by job grovth & A U K
22040 lyydzdtte &Ai
Ay NBGFAE FYyR K24alLd

A Seattle has rapidly added new housingccommodating population growth during the past decade, but
housing production lags job growtRents in the city, particularly in the Downtown Core*, have risen
steeply since 2010.

Seattle is outpacing recent projections for growth, both in housing units added and jobs didladedy

three years, between 2015 and 2018 the city achieved more than one third of ity growth
projections.[ 221 Ay 3 I KSFRXE {SFOdfSQa LI2LIzZ FGA2y 3IANRGIK
sustained at close to 2015 rates through 2040.

Ms26yli2ey | 2NBé Aa dzZASR Ay (GKA& R20dzySyid (2 RS&AONAROGS (inkodn RethilCyre, st Hill, CapifoHill! SNhiLaké @niny, #htl DEBny F 2 NJ S| OK £ I
Triangle neighborhoods in Seattle, Washington.
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EXECUTIVE SUMMARY

RESIDENTIAL MARKET FINDINGS

A During this cycle, a preference for urban living and job growth in the Downtown core has fueled the
primary study area becoming the fastegfrowing apartment submarketn the Puget Sound region.
However, as the apartment market in the urban core becomes saturated with units, developers are
increasingly looking to outlying market®r new opportunities.

Although household growth in the city is expected to slow over the next ten yement rezonings

position the primary study area for continued multifamily development, particularly to the east of
the I-5 lid study site.

TheodzZA f R 2dzi 2 F { 2 dzy\Ra the BastLiaki DoRrtowd F¢ednﬁoﬁdEIL|I<ik,| Northigatef
Link, and Lynnwood Link Extensions, and | 1 2y Qa O2YYAGYSyida F2N ySI N
space in Downtown Bellevuarelikely to support new multifamily deliveries and rent growth

within the tertiary market area.

With modest capture rates that account for demand for new multifamily units, the lid would be able
to support between 800 and 1,200 markeate rental units.
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EXECUTIVE SUMMARY

OFFICE MARKET FINDINGS

A Overalljob growth, particularly in healthcare, tech, and information, will generiaiereased demand
for office space, likely outpacing citywide and regional goals/metrics.

A Class A inventory in the primary study area has grown by 25% in the past five yeadealiitimg
vacancy, robust rent growth, and consistent absorption

A The pipeline will add up to another 7M+ SF of Class A office space in the primary study area. This
amenity-laden developmenﬂ G0N Ola KAIK NByila I'yR GUSOKE I YF
Competing space in regional submarkets replicates these conditions, to some extent, through
delivering office space as part of larger mixesk districts.

A A significant share of large lease transactions has occurred recently in Bellevue; office development
within the I5 lid study site will facancreasingly competitive regional submarkets

A With capture rates of 10 to 15% of the demand in the primary study dnedjd could support 3 to 4
office buildings,or 1.21.8M SF, between 2035 and 2045.
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EXECUTIVE SUMMARY

RETAIL MARKET FINDINGS

w Thecharacter of existing retail in the study area variewith destination malls and department
stores to the west of-b in the Downtown Retail Core, and specialty stores and food and beverage

to the east of {5 along the Piké’ine Corridor.

w Newly constructed retail throughout the study area is primarily neighborhosdrvingfood/
beverage and convenience retail, with some destinations throughout.

w Theremay be opportunities on the lid for visitoserving, experiential retaifor conventioneers.

w Thecharacter of retail should vary in different parts of the l@ahd be concentrated in the areas
In which it caramenitizedevelopment serving lid residents, employees, and potentially
surrounding communities.

w Based on w g !reQidential and office demand findings, demand for retail on the lid could range
between 130k and 200k SHepending on the amount of residential and office development.
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EXECUTIVE SUMMARY

HOSPITALITY MARKET FINDINGS

A The volume of hotel development in the past two years indicate a response to the limited inventory
change between 2010 and 2016. As a readtupancy rates have declined slightlgndADR is

stabilizing

A Mixed use residentiahotel developmentcomprises a large portion of the pipeline and may indicate a
shift towards this typology.

A There is a significant number of hotel rooms in the pipeline over the next five years. While hotel
development is likely leveling off in the nel@rm, by 20352045, there could badditional demand

driven by new office space and growing tourism

A Preliminary conclusions suggest that the lid could support #@8l to 600 hotel rooms between 2035
and 2045.The 400 to 600 rooms could potentially be distributed between larger, busimeéssted
hotel and a smaller, leisui®cused hotel.

A This analysis uses current market data, which includes the impact of Airbnb or similashaoimg
platforms; it does not account for unanticipated policy changes.
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EXECUTIVE SUMMARY

POTENTIAL MARKET RATE DEVELOPMENT PROGRAM RANGES

The lid could potentially support up to 1,200 markate residential units, 1.8M SF of office, 200k SF of retall,
and 600 hotel rooms.

Potential Development Prograf  Low-end range of Market Capture High-end Range of Market Capture

Residential (marketate rental)* 800 units 1,200 units

Office? 1.2 M square feet 1.8 M square feet

Retaif 130,000 square feet 200,000 square feet

400 hotel rooms 600 hotel rooms

Hospitality4

Note: All numbers are not adjusted to account for the existing pipeline. Future pipeline and churn will also meet aleharmdofThese numbers do not include affordable housing units.

1. HR&A has tested lid capture rates for residential of 3.0% for the primary study area, 1.5% for the secondary studyCaBafaritie tertiary study area.
2. ¢KS 2FFAOS AR OFLIIdzZNBE NI GS NIy3IS Aa | LINBf A YAyl Nandbeaknasyes far 8ffice dededpiners within iR oh 64 af the2pyinhafy st@igzR 3
area, available land area, and other factors.
3. Retail demand is calculated as 7% of the total potential residential and office program. HR&A has applied historicalesioreeil deliveries and office and multifamily deliveries in the study area
(70 SF of retail per 1,000 SF of office and multifamily development) to the lid program.
. The lid capture range for hospitality is based on the office lid capture rates. The preliminary conclusion that thedigyeotild larger businessriented hotel and smaller leisufecused hotel is based
on an estimate of the current proportion of business to leisure travelers.
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REGIONAL CONTEXT

Seattle is experiencing its most rapid period of population growth since the Klondike Gold Rush and
has been the fasteggrowing big city in the U.S. since 2010.

City of Seattle Population, 19002018
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Source: (U.S. Census Bureau, 20X@)y, 2018) Note that the Guy (2018) Seattle Times article references U.S. Censusuigtariing Seattle
againstthe 50 largest cities in the U.S. based on population.
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REGIONAL CONTEXT

The region is home to large employment anchors across diverse industries.

FORTUNE 500 COMPANIES
MAJOR REGIONAL EMPLOYERS HEADQUARTERED IN SEATTLE

Regional Employment:

@__HHEI/VE 70K amazon

Regional Employment:

) 53K
Seattle Employment:

amazon 45K Alaska Air Group

"
——— Regional Employment:; EXpEdltOfSE
mm Microsoft 51K A\ Weyerhaeuser

Regional Employment:
W
UNIVERSITY of WASHINGTON 47 K 0

Source: (Crowe, 2016); The Seattle Times ((Fdrfune, 2019)
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REGIONAL CONTEXT

Seattle has seen significant job growth in the past ~10 years, adding more than 17,000 jobs per year
on average since 2010.

City of Seattle Total Employment (206D 18)

-0.82% +3.34%

Employment CAGR (202010) Employment CAGR (202018)
700,000 ( | I

\
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N
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Source: (Puget Sound Regional Council, 2017a)
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Jobs Added by Industry in Seattle, 2010 -2017
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Source: (Puget Sound Regional Council, 2017a).
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REGIONAL CONTEXT

Seattle is outpacing recent projections for growth, both in housing units added and jobs added post
Recession. In only three years the city achieved more than one third of-ytsa&2Qyrowth
projections.

Citywide Housing Units and Job Goals
140,000

120,000 115,000

100,000
80,000
60,000
40,000

20,000

0
Housing Units Added Citywide Housing Jobs Added Citywide Job Growth

20152017 Growth Target fo2035 20152017 Target for2035

Source: (Office of Planning & Community Development, 2019)
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REGIONAL CONTEXT

However, housing production consistently lags jobs added, with approximately 2.5 jobs added for
every housing unit between 2010 and 2018; in 2018, the overaliti®using ratio was still 1.69.

Jobs to Housing Units Added in Seattle, 264018
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Source: (Puget Sound Regional Council, 2017a); ( Seattle Department of Construction & Inspections, 2019)
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REGIONAL CONTEXT

[ 221 AY3 I KSFRZ {SIFOGfSQa L2LzFGA2Yy IANRPSGGIK Yl
sustained at close to 2015 rates through 2040...

Historical and Projected Indexed Population Growth, 262040

/ Regional Population

Seattle Population

4 King County Population

=

2010 2015 2020 2025 2030 2035

o
—
o
N
S
o
>
@)
E
o
P
O
o
Q
X
@)
o
£
o
=
s
>
S
)
@)

- Seattle Population ==King County Population ——Regional Population

Source: (Puget Sound Regional Council, 2017a)Note: Actual data through 2015; projections from 262840.
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REGIONAL CONTEXT

XgAUOK NBIAZ2YlIEf K2dzaSK2fR 3ANRGOGK | OOSt SNF Ay 3

Regional Forecast: Households and Jobs
Avg. Annual Growth Rate (202015) Avg. Annual Growth Rate (202035)
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Source: (Puget Sound Regional Council, 2017a)
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REGIONAL CONTEXT

As the economy and population have grown, Seattle has also seen record high tourism and visitor
spending in recent years.

Overnight Visitors and Visitor Expenditures in Seattle/King County

21.3M
$7.8B

2016 2017

mm Overnight Visitors —Visitor Expenditures ($B)
Source: (Visit Seattle, 2019)
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LID STUDY SITE CONTEXT

The 15 lid study site is situated between the Downtown Retail Core, South Lake Union, Capitol Hill,
and First Hill, each neighborhood differing in urban scale and experience.
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LID STUDY SITE CONTEXT

The 15 lid study site is located within blocks of retail, employment, and hospitality centers: the
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LID STUDY SITE CONTEXT

Several planned and ongoing projects, such as the Convention Center addition, will transform the
context of the 15 lid study site.

The $1.8billion renovation will add 255K SF of
exhibition space, 125K SF of meeting rooms, and
60K SF of ballroom space, potentially driving an
Increase in business visitors.

Washington State Convention Center will sell rights
to a 29story apartment building and 1étory office
tower to a private developer.

The adjacent 1,306bom Hyatt Regency opened in
December 2018.

Washington State Convention Center Addition
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